MINUTES OF THE HEALTH AND WELFARE TRUST COMMITTEE MEETING

May 21, 2012

University of Colorado System Offices
1800 Grant Street, Denver, 5th floor
Conference Room 501

Call to Order; Introductions

Trust Committee Chair E. Jill Pollock called the meeting to order on Monday,
May 21, 2012, at 4:30 p.m. Other trustees attending were Elizabeth Kissick and
Darryl Varnado.

Other attendees were:

Bob Kuehler, Assistant Vice President & University Controller

Kristine McNamara, Director of Accounting Services, CU

Tricia Strating, Professional Assistant to Vice President, Employee and
Information Service

Tracy Wiezorek, UPI

Kathy Dahlman, Mercer Consulting

Mark Stanker, Trust Plan Administrator and Assistant Vice President, Payroll
& Benefit Services, CU

Gena Trujillo, Plan Administrator

Don Eldhart, Treasurer, CU

Jeremy Hueth, Trust Counsel and System Managing Associate Counsel, CU
Leah Cheney, Legal Assistant to Managing Assistant University Counsel
Kathy McCreary, Director of Managed Care and Contract Administration,
UCH

Liz Jennings, Manager of Employee Benefits, UCH

Cindy Birley, Trust Counsel, Davis Graham and Stubbs

Approval of February 21, 2011 meeting minutes

There were no corrections needed to the February 21, 2011 meeting minutes.

Elizabeth Kissick moved to approve the minutes. Darryl Varnado seconded the
motion. The minutes were approved 4-0 by proxy.



VI.

VII.

FY 2011 Audit Report

Bob Kuehler gave a report on behalf of the Auditor. The auditor made no
adjustments to financial statement and there were no comments from
management. Auditor did a significant amount of detail testing, but there were
no findings.

Receipt of 3rd Quarter Financial and Utilization Reports

The following reports were received, copies of which are attached to these
minutes. No questions or comments were received on any report.

A. Financial
Kristine McNamara, Director of Accounting Services, CU

B. Treasury
Don Eldhart, University Treasurer, CU

C. Budget Performance
Mark Stanker, Assistant Vice President, Payroll & Benefit
Services, CU, and Trust Plan Administrator

D. Plan Utilization
Kathy Dahlman, Mercer

Moved by Darryl Varnado; seconded by Elizabeth Kissick.

Public Comment Period

No public comments were received.

Meeting Schedule

The next trust committee meeting will be June 18, 2012 4:30 p.m. in the
Astronauts Conference Room, 8th floor, University of Colorado System Offices,
1800 Grant Street, Denver, Colorado.

Adjournment

Moved by Elizabeth Kissick; seconded by Darryl Varnado. The meeting was
adjourned at 4:50 p.m.
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Monthly Minimum Resources



% University of Colorado Office of the Treasurer

Boulder | Coloradn Springs | Deswver | Anschutz Medical Gampus

To:  Members of the University of Colorado Health and Welfare Trust Board
From: Donald A. Eldhart, Treasurer

Date: May9, 2012

Re:  Quarterly Report on Investments

The Trust’s investments at March 31, 2012, totaled $16.55 million. This amount was invested
in the BlackRock TempFund, a money market mutual fund rated AAAm and Aaa by Standard
& Poor and Moody’s, respectively. Money market mutual funds are permitted by the Trust’s
investment policy. Although money market fund yields are meager, the funds are a
reasonable choice for safety and liquidity.

The pattern on the enclosed chart for fiscal year 2012 shows investable balances have
stabilized and the cash-flow patterns are reasonably predictable from month to month. The
low points, by month, for the third quarter of fiscal year 2012 varied from $7.2 million in
March to $9.1 million in January. I continue to feel it is i1l advised to take on more duration
risk in an interest rate environment where the yield on the 10-year US Treasury is negative
and the amount of the Trust’s assets that are not needed for liquidity is uncertain.

The first two attached charts (Fiscal Year 2011 information is included for comparison) show
the value of resources available for investment, by day, for the first 22 months of operations,
starting on July 29,2010. The third chart depicts just the minimum monthly investible
resources for fiscal year 2011 and for the first ten months of fiscal year 2012. Fiscal year 2011
minimums were reasonably steady. The minimum monthly resources for fiscal year 2012
look positive for taking some duration risk if the minimums remain near $9 million and
returns match or exceed inflation.

In terms of performance, the Trust’s investments in the BlackRock TempFund outperformed
all but 12% of ninety-nine money market funds within the Money Market Funds database, and
the investment returns on the Trust’s money market fund of 14 basis points (0.14%) for the
quarter exceeded that of the benchmark. However, returns continue to be unattractive.
Performance trailed the Consumer Price Index which was 1.86% for the quarter.

1800 Grant Street, Suite 600, Denver, Colorado 80203
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Budget Performance: Mark Stanker, as Trust Plan Administrator

FY12 - Budget to Actual + Projected Expense Report
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@ MERCER

May 21, 2012

University of Colorado Health and Welfare Trust
Fiscal Year 2012 Q3 Financial Highlights

¢ Year to date, through the third quarter, the trust results are 3.6% below budgeted
accrual rates.
o Budget: $112.7M
o Actual:  $108.7M

s Actual to budget results are shown assuming a straight line budget; after accounting
for trend and seasonality, projected results point to an annual budget surplus
(including funding for reserves and $1.8M UCH pharmacy revenue sharing) of 3.0%.

¢ The third quarter results are overall favorable versus the third quarter of fiscal year
2011.
o Medical claims PEPM is 1.2% higher
o Rxclaims PEPM is 1.6% higher
a Overall PEPM is 3.6% higher, reflecting administration fees and that some
Kaiser costs that might otherwise be considered a medical claims are
counted in administrative fees

* All claims are measured on an incurred basis, and so estimates have been made for
those claims which have been incurred but not yet reported.

e Avreserve of $12.1M has been calculated as necessary to provide for both incurred
but not reported claims ($9.9M) as well as claims reported as paid by Anthem but not
yet reimbursed to Anthem by the trust ($2.2M). The reserve has been incorporated
into the comparison of actual costs to budgeted rates discussed above.

e There are 9 claimants with more than $250,000 in claims that have been both
incurred since self funded plan inception and paid in the last 12 months. The
expected number of claims in excess of $250,000 for the full year on a paid basis is
22,

« Reporting for Kaiser and Colorado Access are likely to have a greater degree of
variability of accuracy than will be found in future quarterly reporting results due to
data immaturity, although the data is in a more mature state than when second
quarter reporting was presented.

Consulting. Outsourcing. Investments.
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